rv    NATURE OF ECONOMIC GENERALISATIONS    7?
crease proportionately. To secure a doubling of the
product, if you do not double both land and labour,
you have to more than double either one of the factors.
This is obvious. If it were not so, then all the corn
in the world could be produced from one acre of land.
It follows, too, from considerations more intimately
connected with our fundamental conceptions. A
class of scarce factors is to be defined as consisting of
those factors which are perfect substitutes. That is
to say, difference in factors is to be defined essentially
as imperfect substitutability. The Law of Diminishing
Returns, therefore, follows from the assumption that
there is more than one class of scarce factors of pro-
duction.1 The supplementary principle that, within
limits, returns may increase, follows equally directly
from the assumption that factors are relatively in-
divisible. On the basis of these principles and with
the aid of subsidiary assumptions of the kind already
mentioned (the nature of markets and the legal
framework of production, etc.), it is possible to build
up a theory of equilibrium of production.1
Let us turn to more dynamic considerations. The
theory of profits, to use the word in the rather re-
stricted sense in which it has come to be used in recent
theory, is essentially an analysis of the effects of un-
certainty with regard to the future availability of
scarce goods and scarce factors. We live in a world in
which, not only are the things that we want scarce,
1 See Robinson, Economics of Imperfect Competition, pp. 330-31. I
myself first learnt this way of putting things from a conversation with
Professor Mises many years ago. But so far as I know Mrs. Robinson is the
first to put matters so succinctly and clearly in print: I think that Mrs.
Robinson's book will have done much to convince many hitherto sceptics
of the utility and significance of the kind of abstract reasoning from very
simple postulates which is the subject of the present discussion.
* See, e.g., Schneider, Theorie de* Produktion, pastim.